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Economic Aspects of Austrian State Treaty 


Austria’s economic position under the Austrian State 
Treaty (which was signed in Vienna on May 15 by the 
Foreign Ministers of Austria and the Four Occupation 
Powers, France, Great Britain, the United States, and the 
Soviet Union) will be affected primarily by the with- 
drawal of occupation troops, the transfer of “German 
assets” by the Soviet Union to Austrian control (within 
two months after ratification), and Austrian compensa- 
tion payments to the Soviet Union, over a period of six 
to ten years, for the return of these assets. Ratification 
of the Treaty is expected to be completed by mid-summer; 
some important provisions will, however, become effective 
only within two or three months after ratification. 

The occupation forces of the Four Powers are to be 
withdrawn within 90 days after the Treaty has been rati- 
fied, but in any case not later than December 31, 1955. 
The end of the occupation involves the loss of an im- 
portant source of foreign exchange earnings. According 
to official Austrian estimates, foreign exchange receipts 
from the occupation forces amounted to the equivalent 
of US$41 million in 1953 and US$57 million in 1954; 
about $30 million of the amount received in 1954 was 
in U.S. dollars. 

Austria has to make payments to the Soviet Union 
totaling $150 million over a period of six years (i.e., 
$25 million a year) for the return of the so-called USIA 
enterprises (“German assets”), excluding payments for 
the oilfields and the Danube Shipping Company. Pay- 
ments are to be made by delivery of goods to the Soviet 
Union valued at current world market prices. The com- 
modity composition of these unrequited exports is to be 
agreed upon in trade negotiations now under way. Also, 
a five-year trade agreement with the Soviet Union is to 
be negotiated. 

The USIA enterprises (Soviet administered industries 
in Austria) total about 400; this includes about 250 
industrial enterprises, various commercial enterprises, 
and about 100 agricultural properties. Adequate informa- 
tion on the production and exports of these enterprises 
is lacking. According to reports in the Austrian press, 
the value of output of these enterprises last year was 550 
million schillings (about $20 million), and the value of 
their exports was 200 million schillings (about $8 mil- 
lion). It is believed that many of these enterprises have 
been operating at a loss, that their equipment is run 
down, and that rehabilitation will necessitate consider- 
able investment. Even though the potential economic 








capacity of the USIA industries is probably greater than 
these estimates indicate, the industries are not expected 
to supply, for the time being, more than one third to one 
half of the unrequited exports of $25 million a year. 

As compensation for the return of the oilfields and 
affiliated enterprises, Austria has to deliver 10 million 
metric tons of crude oil, in annual installments of 1 mil- 
lion tons. According to the Soviet authorities, the current 
output of the oil wells is 3.5 million tons. It is reported 
that in 1954 Austria received against schilling payments 
about 1.2 million tons of crude oil from the Soviet authori- 
ties and that this was sufficient to cover domestic demand; 
but oil consumption has been rising in Austria and 
domestic reguirements are estimated to have increased 
to 1.5 million tons. 

Austrian estimates indicate that between 700,000 and 
1 million tons of crude oil may become available annually 
for export, provided that the annual production level of 
3.5 million tons can be maintained. However, the Austrian 
oilfields may have been overexploited in recent years, 
and it may not be feasible to produce as much in the 
future. Rough estimates of foreign exchange proceeds 
from future exports of crude oil range from $14 million 
to $19 million. The proceeds could be increased if refined 
products, such as gasoline, were exported. Austria’s re- 
finery capacity is estimated at about 1.9 million tons. 

Austria has to pay $2 million for the return of the 
Danube Shipping Company, including ships and port 
installations in Austria. This nonrecurrent payment will 
probably be made in cash. The Danube Shipping Com- 
pany should be in a position (probably immediately) to 
earn some foreign exchange, particularly if trade between 
West European and Soviet bloc countries is expanded. 

The prospects for an expansion of Austrian-Soviet 
trade are difficult to evaluate. Press reports indicate that. 
the Soviet Union is interested primarily in investment 
goods, such as rolled steel and machinery. Some of these 
exports would be merely a continuation of the exports 
previously supplied by the USIA industries. The Soviet 
Union is also reported to be interested in additional crude 
oil imports (300,000 tons). The Austrian authorities, on 
the other hand, would prefer to deliver more manufac- 
tured consumer goods, such as textiles. The concentra- 
tion of orders from the Soviet Union in certain invest- 
ment goods industries that are already working at full 
capacity is undesirable from the Austrian point of view; 
the Austrian authorities hope to achieve an expansion of 
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exports to the Soviet Union without diverting goods from 
the domestic market and without reducing exports to the 
West. 

In view of the lack of reliable data, current forecasts 
of the immediate effect of the Treaty on Austria’s pay- 
ments position are based on rather uncertain assumptions. 
The loss of receipts from the occupation forces on account 
of invisibles may be partly offset by increased earnings 
from the tourist trade and shipping services; but, in the 
short run, the loss of these earnings may adversely affect 
Austria’s payments position, particularly on dollar 
account. 

On the financial side, budget expenditures of 650 mil- 
lion schillings a year will be required for the purchase of 





Europe 
Sterling Area Reserves and Exchange Rates 


The sterling area’s gold and dollar reserves remained 
unchanged during May, at $2,686 million. Receipts of 
$18 million in U.S. defense aid and $31 million in part 
settlement of the April surplus with the EPU were offset 
by payments of $2 million to EPU bilateral creditors and 
$47 million on account of other gold and dollar trans- 
actions. This “residual” gold and dollar deficit was con- 
siderably higher than in April, and brought the average 
deficit for the first two months of the current quarter to 
$28 million. In the first quarter of this year, the aver- 
age deficit was $43 million, but in the second quarter of 
1954 there was an average surplus of $84 million. Trans- 
actions with EPU in May resulted in a surplus of £8 mil- 
lion, rather more than a third of that recorded in April. 
As a result, the U.K. debt to EPU will fall below £100 
million for the first time in several years. 

The sterling area’s balance of payments in May is 
ordinarily subject to favorable seasonal influences. The 
buoyancy of the surplus with the EPU suggests that the 
flow of sterling raw materials to the European continent 
is at about the normal seasonal rate, while the price 
level of commodities important in sterling-dollar trade 
suggests that this trade is also satisfactory. Accordingly, 
the heavy “residual” deficit appears to be attributable to 
the United Kingdom’s own transactions. The corrective 
measures taken in February have not yet been completely 
effective. Moreover, sterling has been affected recently 
by adverse capital account transactions stemming from 
uncertainty about the general election results and the 
strikes affecting the railroads and docks. 

Sterling exchange rates remained steady during the 
week ended June 3, but on June 6 sterling-dollar rates 
in New York fell sharply, spot sterling closing at 
$2.79740 and transferable sterling at $2.7714. 

Sources: The Times, London, England, June 3, 1955; 
The Journal of Commerce, New York, N.Y., 
June 7, 1955. 









$25 million worth of goods, and an additional 52 million 
schillings (nonrecurrent) to finance the payment of $2 
million for the return of the Danube Shipping Company. 
Other expenditures, the amount of which cannot be esti- 
mated at present, will result from the need for invest- 
ments in the USIA industries and the oilfields (especially 
for refineries and further exploration), and the cost of 
maintaining an Austrian army. 


Sources: Der Osterreichische V olkswirt, Vienna, Austria, 
April 22 and May 27, 1955; Austrian Informa- 
tion Service, Austrian Information, New York, 
N.Y., April 23 and May 28, 1955; Neue Ziircher 
Zeitung, Ziirich, Switzerland, May 6, 19, and 
21, 1955. 





U.K. Industrial Production 


U.K. industrial production in April continued the rapid 
rate of increase established in the first quarter. The all- 
industries index for April is estimated at 130-131 
(1948 = 100), compared with 124 in April 1954, and 
brings the total rise in the first four months of 1955 over 
the same months of 1954 to just under 6 per cent. The 
maintenance of this rate of increase throughout 1955 
would add over £400 million (at current prices) to the 
output of industries covered by the index. Within the 
all-industries total there are divergent trends. Output in 
mining and quarrying has been falling so far this year, 
and in recent months building and contracting output has 
been rising very slowly. On the other hand, manufactur- 
ing industry showed a rise of 7.7 per cent in the first 
quarter of 1955 over the first quarter of 1954, while the 
March figure was 8.1 per cent higher. The main increases 
have been in the metal-using industries, chemicals, and 
paper. 

Source: The Financial Times, London, England, May 28, 
1955. 


Liberalization of EFAC Accounts in France 


Notice 590 and Instruction 614 of the French Exchange 
Control Office of May 12, 1955 opened increased arbitrage 
facilities to holders of EFAC balances. (For a descrip- 
tion of the EFAC system, see this News Survey, Vol. VI, 
p. 118.) Until May 12, EFAC balances in dollars or in 
any EPU currency could be exchanged for balances in 
any other EPU currency, but balances in a EPU currency 
could not be exchanged for balances in dollars. The lat- 
ter is now permitted without specific authorization of the 
Exchange Control Office: if the following conditions are 
met: (1) The exchange must be effected between May 12 
and June 25, 1955; (2) 10 per cent of the balance as of 
April 30, 1955 must have been repatriated previously, 
unless an exception was authorized by the Exchange 
Control authorities; (3) the transaction must take place 
in the official Paris exchange market; (4) the accounts 
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subject to arbitrage must be with the same bank; (5) the 
balances must not have been earmarked for payment of 
an import transaction. At the time of the exchange 
transaction, the EFAC account holders do not have to 
indicate the ultimate utilization of the balances acquired, 
but such utilization continues to be subject to the general 
regulations applying to EFAC accounts. In particular, 
holders must utilize balances only for expenses for ex- 
ports and for imports of raw materials and equipment 
immediately needed in the exporter’s business. The lib- 
eralization of EFAC accounts may be expected to increase 
French demand for dollar goods. 


Source: Agence Economique et Financiére, Paris, France, 


May 18, 1955. 


Foreign Trade of BLEU 


The improvement in the trade balance of the Belgian- 
Luxembourg Economic Union (BLEU), which was evi- 
dent in the second half of 1954 (see this News Survey, 
Vol. VII, p. 255), continued during the first four months 
of 1955. The deficit for that period is estimated at BF 745 
million (US$14.9 million), compared with BF 4,896 
million (US$97.9 million) for the corresponding period 
of 1954. The improvement was due to an increase in 
exports from BF 36,479 million ($729.6 million) during 
the first four months of 1954 to BF 44,904 million ($898 
million) in the corresponding period in 1955. 


Source: Agence Economique et Financiére, Brussels, Bel- 
gium, May 25, 1955. 


Danish Foreign Exchange Reserves 


The decline in the foreign exchange reserves of the 
Danish National Bank slowed down in April, the decrease 
being DKr 26 million, compared with DKr 51 million in 
March. In May, however, the rate of decline again in- 
creased, to DKr 70 million. During the first five months 
of the year, the total decline was about DKr 230 million 
(US$33 million), part of which was due to a repurchase 
from the International Monetary Fund (see this News 
Survey, Vol. VII, p. 295). 

At the end of April Denmark had DKr 226 million un- 
used of its quota in the European Payments Union, the 
drawing of which necessitates 50 per cent payment in 
gold. The Danish dollar holdings are reported to be 
about DKr 550 million ($80 million). 

Sources: Harald R. Martinsen, Danish Letters, May 20, 
1955, and Politiken (Weekly Overseas Edition) , 
May 29-June 4, 1955, Copenhagen, Denmark. 


Measures to Restrain Bank Credit in Denmark 


With a view to inducing a further tightening of bank 
liquidity, the Danish National Bank has invited the 
private banks and savings banks to deposit surplus funds 


with the National Bank, at one month’s notice and at 114 
per cent interest. The National Bank has not been paying 
interest on deposits, and this measure is a new appeal 
to the banks to restrain basic credit. In press comments 
it is pointed out that the abolition of the preferential 
rediscount rate (see this News Survey, Vol. VII, p. 374) 
compels the private banks to exercise a certain restraint. 
The latest measure is an invitation to the private banks to 
collaborate by voluntary restriction of liquidity. 

The three largest banks have raised their discount 
rates from 514 per cent to 6 per cent. In future, the dis- 
count rate for Danish trade bills will be 6 to 7 per cent, 
compared with the present rate of 514 to 7 per cent. 


Sources: Svenska Dagbladet, Stockholm, Sweden, May 29, 
1955; Politiken (Weekly Overseas Edition), 
Copenhagen, Denmark, May 29-June 4, 1955. 


Norwegian Borrowing in the Netherlands 


The Norwegian Government has agreed with a Nether- 
lands bank consortium represented by De Twentsche 
Bank N.V. on a bond loan of 35 million guilders (US$9.2 
million). The bonds will be offered publicly at par dur- 
ing June. The loan is a 4% per cent, 20-year issue, with 
no amortization during the first five years. The proceeds 
of the loan will be channeled through the European 
Payments Union. 


Sources: De Maasbode, Rotterdam, Netherlands, May 31, 
1955; Norges Handels og Sj¢fartstidende, Oslo, 
Norway, June 3, 1955. 


Finland's Foreign Payments Position 


Net foreign exchange reserves of the Bank of Finland 
and the commercial banks increased by Fmk 4.6 billion, 
to Fmk 41 billion (US$178 million), in the first quarter 
of 1955. The increase was mainly in EPU currencies, 
which rose by Fmk 5.1 billion, to Fmk 22.0 billion. At 
the end of March Finland had, for the first time, a credit 
balance in all the principal Western currencies. Gold and 
dollar reserves decreased by about Fmk 600 million, to 
Fmk 13.5 billion, primarily because of a repurchase 
of Fmk 693 million ($3 million) from the International 
Monetary Fund. Credit balances with the U.S.S.R. in- 
creased somewhat, while other Eastern bloc currencies 
declined. 

Of the first stand-by credit, amounting to Fmk 2.3 
billion ($10 million), granted by the U.S.S.R. to Finland 
in 1954 (see this News Survey, Vol. VI, p. 263), the 
Fmk 2 billion that was to be used to strengthen the 
foreign exchange reserves of the Bank of Finland was 
not drawn until the beginning of April of this year. No 
drawing has been made on the second stand-by credit, 
totaling Fmk 2.3 billion, granted by the U.S.S.R. 

The value of import licenses granted during the first 
quarter of this year totaled Fmk 60 billion, nearly Fmk 14 
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billion more than in the same period in 1954. The higher 
figure was due chiefly to increased licensing in Western 
currencies, which amounted to Fmk 35 billion, or 47 per 
cent more than in the corresponding period last year. 
Licenses granted for imports in Eastern bloc currencies 
were Fmk 25 billion; like last year, however, the licenses 
for many important articles covered quotas for the entire 
year. 

At the end of March, outstanding licenses amounted 
to Fmk 69.1 billion, or Fmk 25 billion more than at the 
end of 1954. Payments for imports from the West in the 
first quarter of this year were Fmk 25 billion. Outstand- 
ing licenses in these currencies rose by Fmk 10.3 billion; 
thus the increased licensing had not led to a corresponding 
increase in payments. In order to speed payments for 
imports, special forms of licenses have been issued. In 
March, a total of Fmk 1.8 billion of such licenses were 
granted on the condition that before the end of April 
the goods must be paid for abroad or covered by the 
deposit of a corresponding amount in markkas in the 
Bank of Finland. The licenses issued in April on similar 
conditions amounted to Fmk 5.8 billion, the term ending 
on June 15. As payments for imports are increasing 
slowly but steadily, the increase of outstanding licenses 
in Western currencies may be expected either to cease 
or to slow down considerably. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, May 1955. 


Finnish Public Finance 


A first supplementary budget covering expenditure in 
connection with Finland’s economic program agreed on 
last October (see this News Survey, Vol. VII, pp. 197 and 
255) was authorized at the beginning of May. The esti- 
mate of expenditure was raised by Fmk 19.5 billion, of 
which Fmk 14.6 billion represents subsidies. The estimate 
of revenue also was raised by Fmk 19.5 billion, of which 
Fmk 8.5 billion is current revenue—mainly increases in 
income and property taxes of companies, import duties, 
and excise duties. Capital revenue includes a transfer 
of Fmk 6.5 billion from the Price Equalization Fund, 
from funds accumulated during previous years, and 
Fmk 4.5 billion of proceeds of new loans. 


A second supplementary budget, presented by the Cab- 
inet on April 30 and passed by Parliament on May 24, 
calls for additional expenditure of Fmk 15.1 billion, the 
largest item being Fmk 5.5 billion of grants for unemploy- 
ment relief. The additional revenue, amounting to Fmk 8.1 
billion, consists only of adjustments of the estimated 
yield of taxes and proceeds of a Fmk 2.3 billion loan 
from the U.S.S.R., which will be reloaned to industrial 
enterprises, chiefly for the purchase of machinery; ap- 
propriations for these loans are included among ex- 
penditures. 
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Total expenditure for 1955 is estimated at Fmk 231 
billion, or Fmk 17 billion more than in 1954. Current 
expenditure includes Fmk 25.2 billion for subsidies, 
Fmk 19.4 billion for children’s allowances, and Fmk 13 
billion for unemployment relief. Total revenue is esti- 
mated at Fmk 224 billion, of which Fmk 19.9 billion is 
proceeds from authorized new loans. 

Sources: Bank of Finland, Monthly Bulletin, May 1955, 
and Hufvudstadsbladet, May 19 and 25, 1955, 
Helsinki, Finland. 


Transfer Abroad of German Securities 


The Bank deutscher Lander, in conjunction with the 
Federal Ministry of Economics and the Federal Ministry 
of Finance, has further relaxed exchange control regula- 
tions on domestic securities belonging to nonresidents. 
Such securities can now be mailed abroad or transferred 
from one bank to another to the accounts of nonresident 
depositors. For foreign holders of German domestic se- 
curities, the following regulations apply: Yields and funds 
drawn by lot can be transferred to the domicile of the 
owner or can be credited to a liberalized capital account 
at a domestic bank. The securities can be sold on a stock 
exchange in Germany at the prevailing rate, and the 
proceeds can be credited to a liberalized capital account 
or to a partly convertible DM account, the transfer of 
which is possible by way of a payments agreement. 
Securities can be mailed from abroad to a domestic bank 
which may either keep or sell them. Securities can be 
mailed abroad by a bank or deposited to the account of 
another nonresident. 

Source: Bank deutscher Lander, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, June 1, 


1955. 


West German Receipts and Expenditure on Services 


The Bank deutscher Lander, in its annual report for 
1954, states that a substantial increase in expenditure for 
the transfer of interest and other capital yields, as well 
as in expenditure for commissions, advertising, and trade 
fairs, was the chief reason why foreign exchange expendi- 
ture for services increased more sharply than foreign 
exchange receipts in 1954. Altogether, income from 
services rose from DM 3,822 million in 1953 to 
DM 4,512 million in 1954, an increase of DM 690 mil- 
lion; while expenditure for services rose from DM 3,526 
million to DM 4,584 million, an increase of DM 1,058 
million. The 1954 net deficit on services therefore was 
DM 72 million, in contrast to a net surplus of DM 296 
million in 1953. 

Expenditure on transportation exceeded receipts by 
DM 239 million in 1954, compared with DM 195 million 
in 1953. Tourism, on the other hand, resulted in a 
surplus of DM 107 million, as income from tourism in- 
creased more sharply than expenditure. 
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Income from dividends and other capital yields 
amounted to DM 110 million and expenditure to DM 390 
million; the deficit therefore was DM 280 million, which 
was well above the 1953 deficit of DM 24 million. Interest 
payments within the framework of the London Debt 
Agreement accounted for DM 283 million; and the trans- 
fer of yields from foreign investments in Germany 
amounted to DM 108 million. The increased expendi- 
ture for commissions, advertisements, etc., from DM 529 
million in 1953 to DM 697 million in 1954, was due to the 
efforts of German exporters to expand their markets. 
Since income in this sector increased only slightly, there 
was a net deficit of DM 542 million in 1954. Expenditure 
increased also for licenses and patents and for insurance 
payments. Receipts from U.S. agencies for services and 
deliveries amounted to DM 958 million in 1954, slightly 
less than in 1953. There was a deterioration in the balance 
on account of such items as donations and gifts, the deficit 
in 1954 amounting to DM 233 million, compared with 
DM 58 million in 1953. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 3, 1955. 


Middle East 


Income Tax in Iraq 


Following a proposal by the Minister of Finance of 
Iraq, the Chamber of Deputies passed an amendment to 
the Income Tax Law, raising the personal exemption from 
ID 250 to ID 350 (ID 1 = US$2.80). In addition, the 
ceiling on maximum aggregate personal exemptions for 
one family was raised from ID 500 to ID 600. This is 
in accordance with the Government’s policy to alleviate 
the tax burden, particularly on lower income groups. On 
the other hand, this legislation raises tax rates on in- 
comes of persons and companies not residing in Iraq. 
The decrease in government revenue resulting from enact- 
ment of the new amendment is not expected to cause 
budgetary problems, partly because the two major pro- 
visions of the Act are offsetting in their effect on gov- 
ernment income and because proceeds from the personal 
income tax for the current fiscal year are not expected 
to constitute more than 5 per cent of receipts in the 
ordinary budget. 

It is believed that government revenue from the oil 
industry will increase since oil production has been 
rising and a further rise is expected. 


Source: The Iraq Times, Baghdad, Iraq, May 30, 1955. 


Far East 


Indian Foreign Exchange Market 


For the first time since the end of World War II, the 
foreign excuange market in India has been given a 





measure of freedom in dealings over a wide range of 
foreign currencies. From June 15 the Reserve Bank of 
India will allow free trading in all currencies, with the 
exception of sterling, the Canadian dollar, the U.S. dollar, 
and the Pakistan rupee. Transactions at fluctuating 
rates will be permissible in respect of the designated 
currencies, thereby ensuring slightly better and more 
competitive rates for traders than at present. The new 
policy does not, however, imply abolition of exchange 
control, as the quantum of authorized remittances will 
continue to be subject to restrictions imposed by the 
monetary authorities. 

Source: The Times of India, Bombay, India, June 1, 

1955. 


Indian Tea Export Duty 


The Government of India has announced that the 
export duty on tea will be reduced from eight annas 
(1014 U.S. cents) to four annas (514 cents) per pound, 
with immediate effect. The Government has issued a 
notification fixing the price of tea for the purpose of de- 
termining the duty at Rs 2-7-3 (51 cents) per pound, 
against Rs 3-5-6 (70 cents) in force from May 1. Re- 
vision of the tea duty has been made under the sliding- 
scale or slab system introduced earlier this year. 


Source: The Times of India, Bombay, India, June 1, 1955. 


Ceylon’s Price for Rationed Rice 


The price of rationed rice in Ceylon has been cut from 
55 Ceylon cents to 50 Ceylon cents a measure (two 
pounds) as of May 30. This follows the lower prices 
negotiated for Ceylon’s rice purchases under contract 
from both China and Burma. A further reduction in 
price is indicated by the Minister of Food. 


Source: Ceylon News, Colombo, Ceylon, May 5, 1955. 


Thailand Rice Exports 


The rice available for export from Thailand during 
1955 will probably not exceed 1.3 million metric tons; in 
fact, it has been estimated that exportable supplies may 
be as low as 1.1 million tons. The estimate of 1.3 million 
tons includes all rice to be milled from old crop paddy 
plus that from the 1954-55 crop. It does not include a 
normal year-end carry-over of 0.1 million metric tons, 
which is about the amount of rice in millers’ warehouses, 
on lighters en route to ships in Bangkok Harbor and 
Kohsichang, and on export vessels being loaded for 
departure. 

During the first four months of 1955, rice exports 
amounted to 0.4 million metric tons, which was about 
0.1 million metric tons more than in the corresponding 
period of 1954. The four largest .purchasers, Japan, 
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Hong Kong, Singapore, and Malaya, together took 82 
per cent of the total exported. 
Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., June 6, 1955. 
Rubber Production in Cambodia 


Although rubber production was introduced only re- 
cently in Cambodia, it has already become of great im- 
portance in the agriculture of the country, employing 
10,500 workers. It is especially important in the prov- 
inces of Kompong-Cham and Kratié where the soil is 
particularly suited for the crop. 

The acreage planted to rubber in 1954 was 26,800 
hectares, a substantial increase over the acreage of 11,700 
hectares in 1946. Production in 1954 was 24,400 metric 
tons, compared with the prewar production of 17,000 
metric tons. 

Source: L’Information d’Indochine Economique et Finan- 
ciére, Saigon, Indo-China, May 5, 1955. 


Disposal of U.S. Farm Surpluses to Japan and Korea 


Agreement has been reached for the sale of US$95 
million of surplus U.S. farm commodities to Japan and 
the Republic of Korea for local currencies. Sales to 
Japan, totaling $81 million, will consist largely of cotton, 
wheat, and rice, plus small quantities of barley and 
tobacco. Korea will purchase cotton and tobacco valued 
at $14 million. Transportation costs will amount to about 
$5 million; in accordance with the legislation authorizing 
the surplus disposal of farm commodities, one half of 
the commodities must be carried in U.S. vessels. 
Source: The Journal of Commerce, New York, N. Y., 

June 1, 1955. 


Japanese Interest Rates for Commercial Bills 


The National Federation of Bankers’ Associations of 
Japan has announced that, in compliance with suggestions 
by the Ministry of Finance, all city banks in Japan will 
voluntarily lower interest rates for ordinary commercial 
bills, not eligible for the preferential treatment granted 
by the Bank of Japan to certain loans and rediscounts, by 
0.365 per cent per annum, effective from June 10. The 
present legal maximum rate for this kind of bill is 8.76 
per cent (or 9.13 per cent for loans not exceeding ¥ 3.0 
million). 

The decision to reduce rates for commercial bills was 
made in anticipation of an exemption from taxes on 
deposits. Profits of all commercial banks in the last half 
of the fiscal year ended March 1955 were some 10 per 
cent larger than those for the preceding half year. 

The possible loss. to the commercial banks that may 
result from the lowering of interest rates is estimated 
at about ¥ 5.0 billion for the whole fiscal year. Since 
the general monetary situation has greatly improved, the 
reduction of interest rates by the commercial banks may 
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lead to such other developments as a gradual fall in 

call money rates and in other rates. 

Sources: Nihon Keizai Shimbun, May 12, 1955, and 
Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, May 28, 1955, Tokyo, Japan. 


Indonesian Rice Imports 


The Indonesian Economic Affairs Ministry has an- 
nounced that, contrary to the earlier plans not to import 
any rice in 1955, the Government has now decided to 
import 30,000 tons this year. The flood damage to the 
rice harvests in 1954-55 in Central Java, Djambi, and 
West Borneo is the principal cause for this decision. 
Another reported reason is the additional government 
responsibility to meet the rice requirements of the refugees 
from the disturbed regions in South Celebes. However, 
the rice imports planned for 1955 will still be far less than 
the imports of 259,000 metric tons valued at about 
US$49 million in 1954, and the higher figures of 358,000 
tons costing $78 million in 1953 and 766,000 tons costing 
$143 million in 1952. 


Sources: Kantor Pusat Statistik, Statistik Perdangangan 
Impor, December 1954, and Statistik Konjunk- 
tur, February 1955, Djakarta, Indonesia; 
A.N.P.-Aneta News Bulletin, New York, N. Y., 
May 18, 1955. 


Indonesian Economic Emergency Law 


The Indonesian Government has recently promulgated 
a new law providing severe penalties for violations of 
various laws and ordinances in the economic field that are 
currently in force. The new law is aimed particularly at 
stamping out profiteering and hoarding in essential com- 
modities, evasions of the rules and regulations in respect 
of control over rice and rice milling, and malpractices 
in transactions involving foreign exchange. 
Source: A.N.P.-Aneta News Bulletin, New York, N. Y., 

May 23, 1955. 


Extension of Philippine Tax Measures 


The Philippine Congress, during its recently terminated 
regular session, passed legislation extending several taxes. 
The increased percentage tax provided for in Section 8 
of Republic Act 588, as amended, and the increased 
stamp taxes provided for in Section 7 of the Republic Act 
567, as amended, shall continue in effect until June 30, 
1957, after which the original tax rates shall again be in 
force. The increased rates of the specific tax on dis- 
tilled spirits, cigarettes, etc., shall continue in effect 
until December 31, 1957. The extension of these taxes 
is considered necessary to avoid a large budgetary deficit 
for the fiscal year 1955-56. 


Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., June 3, 1955. 
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United States 
U.S. Tariff on Plywood Imports 


The U.S. Tariff Commission has unanimously denied a 
request by domestic manufacturers for higher tariffs on 
hardwood plywood. The Commission ruled that plywood 
imports, while increasing since 1950, have not injured 
the domestic industry. Rather, imports have supplemented 
domestic production and have enabled the industry to 
develop new markets for plywood. Import quantities 
almost doubled from 1953 to 1954, while domestic pro- 
duction fell about 15 per cent. The decline in domestic 
output, however, was attributed to the general decline in 
U.S. business activity, rather than to larger imports. 
Source: The Journal of Commerce, New York, N. Y., 

June 3, 1955. 













U.S. Tourist Expenditures 


Expenditures by U.S. tourists in 1954, at $1,360 mil- 
lion, exceeded 1953 expenditures by $80 million. About 
$400 million of the total covered fares between the 
United States and foreign countries, foreign transporta- 
tion companies receiving $186 million and U.S. com- 
panies $214 million. 

Expenditures within foreign countries rose from $900 
million in 1953 to $960 million in 1954. Estimates by 
countries show that in both these years about half of the 
total represented expenditures in Canada and Mexico. 
Payments in Canada in 1954 amounted to $289 million, 
and those in Mexico were $190 million. The 1954 ex- 
penditures in Europe and the Mediterranean area were 
$350 million, a 15 per cent increase over 1953; and in 
the West Indies and Central America, they were $87 
million, an increase of 14 per cent. 

Source: The Journal of Commerce, New York, N. Y., 
May 19, 1955. 






















U.S. Plant and Equipment Expenditures 





U.S. businessmen are planning substantial increases in 
capital outlays during the second and third quarters 
of 1955. According to a government survey, expected 
outlays on a seasonally adjusted annual basis will amount 
to $27.9 billion in the second quarter of the year and 
$28.8 billion in the third quarter. These estimates com- 
pare with a rate of $25.6 billion for the first quarter and 
represent a reversal of a declining trend in outlays since 
late 1953. Plans for increases are pervasive, with the 
outlays planned by durable goods manufacturers being 
larger than those planned by manufacturers of nondurable 
goods. The most substantial increases are expected in 
the steel, nonferrous metals, motor vehicle, other trans- 
portation, petroleum, chemicals, and paper industries. 
Food and beverage manufacturers are the only group 





























expecting to reduce outlays below those of last year. 
Commercial companies and public utilities also expect 
to increase their outlays through the third quarter, with 
gas pipeline programs largely responsible for the rise 
in the latter group. 


Source: The Journal of Commerce, New York, N. Y., 
June 8, 1955. 


Latin America 


Bolivian Budget 


The Bolivian budget for 1955, approved by the Coun- 
cil of Ministers on April 29, estimates expenditures at 
30.3 billion bolivianos and receipts at 29.3 billion. It is 
expected that taxes, both direct and indirect, will yield 
26.9 billion bolivianos. Among expenditures, state obliga- 
tions, estimated at 8.2 billion bolivianos, represent the 
largest proportion; the estimate for education is 4.2 
billion bolivianos, and that for national defense is 3.6 


billion. 
Source: La Nacion, La Paz, Bolivia, May 1, 1955. 


Letters of Credit Requirement in Paraguay 


A resolution passed by the Central Bank of Paraguay 
on March 28 requires irrevocable letters of credit for all 
imports. Before an import license is granted, an im- 
porter will have to prove that he has made the deposit 
required for the opening of such letters of credit. Import 
permits granted before the date of the resolution will 
not be affected by the measure. 

The resolution was taken because of delays that have 
frequently occurred in making payment for imports. 
Thus Paraguay’s credit abroad has been affected. In 
addition, difficulties have arisen in determining the 
amount of exchange available for imports. 


Source: El Pais, Asuncién, Paraguay, April 12, 1955. 


Paraguay’s Cotton Crop 


Cotton production in Paraguay during the crop year 
August 1954-July 1955 is currently estimated at approxi- 
mately 62,000 bales (1 bale = 500 pounds gross), or 
about the same as the 1953-54 crop. Cotton acreage was 
increased from 150,000 acres in 1953-54 to 173,000 
acres in 1954-55, but unfavorable weather and extensive 
replanting caused the crop to get a late start. Approxi- 
mately half the new crop had been harvested by the end 
of April 1955, but no exports of new crop cotton had 
been made. 

Paraguay’s cotton consumption averages approximately 
15,000 bales per year; the balance of the crop is available 
for export. Exports during the crop year 1953-54 
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amounted to approximately 57,000 bales, compared with 

43,000 bales in 1952-53. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., June 6, 1955. 














Other Countries 
New Zealand's External Payments 


New Zealand’s overseas exchange transactions for the 
year ended April 30, 1955 showed a deficit of £43.5 mil- 
lion, compared with a surplus of £28.8 million a year 
earlier. Payments for private imports rose by £55 million, 
or by more than 25 per cent, while exports fell consid- 
erably. Butter exports decreased by over £16 million, 
and cheese exports by £11 million. Part of the decline 
in export proceeds was caused by a lag in payments 
because of the change in the United Kingdom from 
government trading to free trading. 

Source: The Financial Times, London, England, June 4, 
1955. 




































































Increase of South African Interest Rates 


The Treasury of the Union of South Africa has an- 
nounced an increase in discount rates on Treasury Bills 
to be issued from June 1. The new rates for 3-month 
and 6-month paper will be 214 per cent and 25 per cent, 
compared with previous rates of 2%4¢ per cent and 242 
per cent, respectively. The Treasury reserves the right 
to refuse acceptance of sums tendered in excess of its 
current requirements. (Effective March 2, 1955, Treasury 
Bill rates had been increased by 1% per cent for 3-, 6-, and 
12-month paper; see this News Survey, Vol. VII, p. 283.) 
Sources: The Financial Times, London, England, May 27 

and 28, 1955. 


Gold Coast Currency Plans 


The Gold Coast Minister of Finance has announced 
that on the attainment of independence his country is to 
issue its own currency. (The Gold Coast at present is 
a British colony, but the constitution of 1951 gave it a 
parliamentary government and greater responsibility for 
its affairs than that enjoyed by any other British colony 
in Africa.) The new currency will be fully backed by 
sterling, and will be maintained at par with sterling. 
Steps are now being taken to expand the organization of 
the Bank of the Gold Coast, with the aim of making it a 
Bank of Issue. In the meantime, the Bank will act as the 
Government’s agent in making arrangements for the issue 
of the new currency, the production and control of which 
will remain the Government’s sole responsibility. Dis- 
cussions are taking place with the West African Currency 
Board on the way in which the new currency can be 
substituted for the old without inconvenience and dis- 
turbance to the economy. 


Source: African News, Washington, D. C., May 1955. 
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Balance of Payments of Belgian Congo 


The balance of payments of the Belgian Congo (in- 
cluding Ruanda-Urundi) in 1954 showed a deficit on 
current account of BF 1,978 million (US$39.6 million), 
compared with a deficit of BF 1,668 million ($33.4 mil- 
lion) in 1953. Mainly because of a decrease in net in- 
ward capital movements, the total balance of payments 
surplus fell to BF 42 million ($0.8 million), from a sur- 
plus of BF 827 million ($16.5 million) in 1953. 

In 1954 there was a surplus of BF 6,931 million in the 
trade balance and a deficit of BF 8,297 million in the 
balance for services, mainly in transportation (BF 4,583 
million) and in investment income (BF 2,459 million). 
The decrease in the net inward movement of capital— 
from BF 2,727 million in 1953 to BF 2,189 million in 
1954—was due mainly to private capital movements. 
Whereas in 1953 private capital movements had resulted 
in a net inflow of BF 125 million, in 1954 there was a 
net outflow estimated at BF 326 million. 

The net inflow of official capital declined from BF 2,602 
million ($52 million) in 1953 to BF 2,515 million ($50.3 
million) in 1954. Official capital imports included a 
20-year loan issued in Belgium (BF 2,220 million, or 
$44.4 million), and the balance of a loan granted by 
the International Bank for Reconstruction and Develop- 
ment ($7.9 million). 

Data by regions show a balance of payments deficit, 
including private and official capital movements, of 
BF 7,067 million ($141.3 million) with the BLEU; and 
surpluses of BF 2,572 million ($51.4 million) with the 
United States and Canada, BF 1,137 million ($22.7 mil- 
lion) with the sterling area, and BF 3,612 million ($72.2 
million) with other OEEC countries. There was a deficit 
of BF 491 million ($9.8 million) with other countries. 


Sources: Bulletin de la Banque Centrale du Congo Belge 
et du Ruanda-Urundi, May 1955, and Agence 
Economique et Financiére, May 25, 1955, Brus- 
sels, Belgium. 





International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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